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HIGNIFICANT ASPECTS OF THE SOVIET SITUATION

it is a privilege to be able to talk with you today on
the subject of “Sigpificant Aspects of the Soviet Situation.”

You appreciate, I am sure, that many of the activities
of the Central latelligence Agency must remain cloaked in
secrecy. I shall not be violating security, however, 1f 1
tell you that we, like other govermment agencies, have
general management problems not dissimilar to those of
business. In this connection, we bave found it very help-
ful to train some of ocur senior officers in the Advanced
Yanagement Program of the Harverd Business School. 4s !
look about me, I am encouraged in the hope that this fruit-
ful association with the Business School will be long
lasting. ¥or I see among you signs of vigor and vitality
somewhat surprising in view of k¥r. Khrushchev's prediction
that our grandchildren will be living under communism.

kven before ihrushchev’s visit to the United States,
Joviet propagandists were busy describing it as the probable
turaing point in East-West relations. As Ilya Ebrenburg put
it on August 13:

“The turn in international relations has not

come about by chance or by miracle. Naturally,

individual personalities played an important
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part, and first of all it is necessary to
mention the energy, the tirelessness, and
{let mu say it outright) the humanism of
the Head of the Soviet Goverament, who in
the course of his many talks with the rep-
resantative of the Western states mot with
distrust and dislike, but who has neverthe-
less been able to put over the idea of
penceful coexistence and direct negotistions.™
This, then, was the immediate purpose of Khrushchev's visit:
to sell to the United States the ides of peaceful coexist-
ence. Later, Be will attempt to arrange for direct nego-
tiations in which the practical implications of peaceful
coexistence will be mpelled out and sccepted by the West.
Let us examine this a bit more deeply. For the past
two years, approximately, & basic premise of Khrushchev's
foreign policy has been thet Soviet technical and economic
advances have shifted the world balance of power toward the
Bloc. 4 primary task of Soviet diplosacy has been to con-
vioce the West, and particularly the United States that such
a shift has, in fact, cccurred. XNo one has been mors assidu-
ous in promoting this end than the Soviet leader himself.
In his private interviewswith important Western visitors,
‘be has seldom passed up an opportunity to rattle his rockets.
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ie has dwelt repeatedly on the ease with which the Soviet
Union could destroy the cencentrated populations of Western
Zurope. He has stressed his view that the United States
is ®o longer protected by the oceans’ vastness, He bas
boasted about the growing economic strength of the com~
minist world. And he has concluded always that the only
alternative tc war is the peaceful accommodation of West
to East, naturally, on terms favorable to the East.
Ehrushobev is convinced that in the long run the ¥est
will have to agree to important adjustments in the inter-
naticoal status quo flowing frow the Bloc's enbhanced power
position. 1Imn particular, he is determined to get Western
acceptance of 3oviet hegemony in Rastern BEurope, including
East Germany, and to brimg about the liquidation of U. 5.
overseas bazes. Resorting to an undisguised power play over
Berlin, he forced negotimtions with the West and altimately
secured a meeting with the President. ie probably savisages
the exchange of visits with ¥r. Eisenhocwer as the opening
phase of a long serise of talks in which the USSR, by . a
combination of pressures and enducements, will gradually
bring the West publiely to acceopt the status quo in Eastern
Zurvpe. Even if he does not succesd in this, he probably
calculates that he will at ieast have eroded Vestern unity
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and reduced the Westers will to oppose moves he may plan
to make tc force the recogaition of East Gersany.

Implicit in Khrushchev's approach ham been the REBUMP~
tion that the United States and the USSR, the "two greatest
powers,” can slone decide the ismsue of peace and war, an
over-simplified view which the U.S. has heen at some painvs
to disavow. Developing this theme in a press conference on
% August, Lhrushchev said: "When nobles fight, their merts
tremble.” Apparently, boweveyr, some serfs become agitated
when the nobles appear to agree. 7ror Khrushchev's carefully
arranged pas de deux with the United States was marred to
some degree by sour notes from the Far Eastern section of
the orchestra. Moscow has been anxicus to svoid developments,
particuarly in Amia, which might rock the boat while Xhrush-
chey was attempting, in mirsuit of larger designs, to create
A more favorable atmosphere in Soviet-American relations.
The Sino-Indian border dispute and events in Lacs sugpest
that the Chinese serf has not been entirely obliging. A
Tass statement of 9 September on the Indian border clashes,
reflecting Soviet displeasure, was unique in refraining
from taking sides in a dispute between 2 bloc country and
& non-communist country.

Chinese propaganda has Joined that of the rest of the
blec in praisiag the Eisenhower-ihrushchev talks as a victory
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for pesce. But at the same time Chinese lesders have cast
doubt on the sincerity of the . 8. and have peraisted in
making charges of U. 8. aggression., This jarring note, of
course, reflects the Chinese need to maintain the threat
of U. 5. aggressien im their pursuit of both domestic and
foreign policy obhjectives. The USSR, s we all recall,
usad also to rely on the ogre of capitalist imperialisr to
Justify macrifices demanded of ite people.

Such tactical differences between the Hoviet and Chinese
Comsunist rogimes sies from thelr different stagee of his-
torical development, aud will probably continue to Appear.

In addition, there are other, more basic aress of
friction in Sino-Soviet relations. Theme bear on the long-
term programs of the two regimea--particularliy the sbape of
their economic organizeticns, and the extent to which Foscow
should be accepted as the senior partmer in the bloc. The
most widely publicized issue is the Question of the Chipese
cormunes, Khrushchev openly criticized the communes auring
bhisz visit to Poland last July. During his trip to Peiping
this month he showed contimuing reluctance to endorse Com-

munist Chisa’'s ecomomic policies. In fact, the over all

tenor of the public statements emanating from Peiping during
and after Zhrushchev's visit there suggests that there remain

Approved For Release 2000/09/11 : CIA-RDP62S00545A000100090036-8



Approved For Release 2000/09/11 : CIA-RDP62S00545A000100090036-8
G

u&gnixigzgttzgznghgi disagresment between ¥ac and the Soviet
leader/were sot only uaable to resolve their differences but
that these may even have been sharpened.

We have noted, for instance, that Khrusbhohev and ¥ao
failed to come up with a2 joint communigue extelling their
fraternal gst together; this had been standard ritusl up
until this tise. We have also noted that some of the public
statemente of the Chinese Comsunist leaders are getting the
red pencil cemsorship treatment when they are republished
in the Soviet press. Then, too, we have been observing
that Khrushochev has been very reluctanst te discuss the Chi-
pese trip-—although he has made a raft of public spesches since
his returs. Fipally, at a rather crucial time, we see that
Moscow has replaced its ambassador to Peiping; one of their
top ideclogiats has been sent bhome and an obscure party
worker has been posted in his place.

I do not see any of these disagresments as seriocus
sncugh to split the bloc at this time. The ideclogicml dif-~
forences are the business of the communimts thewselves. But,
I am concerned that the Chinese may not accept the Soviet
renunciation of force in settling international disputes.

In his recent article in Foreign Affairs, Lhrushchev
stated his challenge to the West in these terms:
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"let us try out in practice whose system

is better; let us compete without war....

¥e boelieve that ultimately that gyatem

will be victorious on the globe whiech will

offer the nations greater opportunities

for improving their saterial asd spiritual

liYe.®
1 should like to turn now to s brief examination of some of
the features of the Soviet eystem on which the Boviet Premxier
bases his challenge. First, the Soviet sconomy .

At the close of the 21st Party Congress, Khrushcbey summed
up his views on the importance of the Soviet ecopomy in the
East-¥est contsst as follows:

“"The sconomic might of the Soviet Union is
based on the priority growth of heavy in-
dustry; this should insure the Soviet vic-
tory in peaceful economic competition with
the capitalist countries; development of

the Soviet economic might will give Com-
sunism the decisive edge in the internationmal
balance of power.”

¥e must not minimize the magnitude of the USSR's economic
achievements. 1In the short space of 30 years, the Soviet
Union has risen from relative mediccrity to the second
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largest industrialized economy in the world. 1Its rate of
growth, though tapering off moderately in the past lew
years, continues to exceed our own-—9 1/2 percent anmuslly
as compared to 3.6 percent for the U. 8. for the seven
yesrs through 1857.

¥ensured in dollars, Boviet capital investment this
year may already be sgual to that of the United States, and
in industry will probably be even higher than ocurs. Having
a lower standard of living and much lewer ocutput of consumer
goods, the USSR plows back into investment around 30 percent
of its production, while we in the U. 5. sre sstisfied with
xi;\m percent. With av investment effort of this magnitude
and & GEP currently sbout half that of the ¥U. 8., the Soviet
economy can hardly fail to grow much faster than ours.

The outlook for the Soviet ecomsumer is met particularly
faverable, however, even though the production of consumer
goods hag been risiag in recent years. Last year, the Sov~
iet people had barely 1/3 the total goode and services
available for purchase that were available to Americans.
This ifllustrates the mailn contrast between ihe Boviet
ecopomy, which is geared largely to scopomic growth and for
military purposes, and ours, which is geared largely to
satisfying growing consumer demande and building a higher
standard of living.
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I have snid that we should not belittle the Soviet
aconomic achievement. By the same token we should not mag-
nify it. Ebhrushchev's Seven Year Plan establishes formid-
able goals, and in the main they will probably be achieved.
The drive to catch up with the United States, however, is
gquite another thing. Xhrushchev himself has declared that
“after the completion of the Seven Year Plan we will prob-
ably need about five wore years to catch up with and out-
strip the United States in iaﬂnatriti putput. Thus by that
time (1070), or perhaps even aoconer, the Soviet Union will
advance to first place in the world both in absolute voluwe
oi production and in per capita production.” This, I think,
is an unrealistic prediction. It ansunaa for one thing, a
ratio of Soviet to US output of 30 pamnt; £ &Ad a projected
rate of growth in U. S. imdustrial production ~t only two
percent. Actually their level of eutput ir turrv"*‘“ ire
nearly 40 pereent th&t of thn a. 8 Ry 1840, fllsaaing the
‘same relmtive rates of grouth, 1t :a1xﬂg§;so percent of that
in the U. 3. And Khrushchev's promise to his psople of the
highest standard of living in the world by 1970 is simply
absurd.

Neverthelssa, we wustnot lose sight of the fact that
the growth of the Soviet ecoanomy, even though more modest
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than these propaganda statements would indicate, will
still:
a) provide additionsl resources per-
mitting an increase in military spending
of more than 30 percent in the next 7
years without disturbing the balance of
the economy.
b) yield x satistyisg improvement in the
standard of livieg to a people long
accustomed to austerity and
¢} perait a further expansion of trade
and aid with the underdeveloped nations,
an area in which ¥escow is conducting a
crucial conteat with the Fres World.

The achievements of Soviet scisnce, symbelized for
whole world im the Sputniks, have provided Xhrushchev with
another potent argument iz his campaign to prove the
superiority of eommunism. The Soviet regime has alwnys
regarded sclentific and technicsl progrese a8 & key to pow
litical, econsomic, and military power. The USSR's achieve-
ments in this field are the comsequences of its devoting a
substantizl and increasing portion of its national product
to the scientific and techrological effort.
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The Seven Year Plan, for sxauple, devotes high priority
to work on some 130 scieatific probless, including such
matters as controlled thermonuclear reaction, research on
cosmic rays, nuclear research, the development of computers,
and the production of special alloys. Concentration on
these problems msans a better chance for breakthroughs in
them, but does not mean that other scientific areas are
being neglected. Virtually every scientific disciplinse will
roceive adegquate sttention.

In support of the scientific effort, rapid expansion
and reorganization of research facilities was begun in 1957.
It still contisves. Reforms introduced in the educational
system were undertaken in part, at least, to improve the
selection of students for higher scientific education.

The USSR's technical~scientific manpower force is im~
preseive~~1.7 million as opposed to 1.4 million for the 0. B.
And the number of Soviet graduates in theme fields is in-
creasing at a much more rapid rate than in this country. oOn
the bamia of currest trends, by 1964 the USSR will have about
1/3 more seientific and technical gradustes than the U. S.

1 believe that the West atill possesses arn over-all
scieatific lead over the Soviet Union. The continuation of
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present treads, however, will result ia the USER's achievisg
world leadership iz an inoreasimg number of fields. It
should alsg provide Khrushchev with additional useful
"firsts,”’ particularly ian such prestige matters as missile
uRd BpACE Programs.

Current Soviet military strength gives Khrushchev yet
another powerful card to play as bhe preszes for peaceful co-
existence on his own terms. A top Soviet official just a few
days ago, bragging about an alleged growing power sdvaniage
@f the UBBR over the capitslist world, said "Our rockets have
forced the U. 8. and Britain to come to the negotisting
table.”

The USSR has been deveting about twice as much of its
GNP to military ends as we do, a greater proportion than
any other country in the world. With a2 GNP half the size
of ours, the Soviets carry a military load roughly equal in
total value to ours. It is easy to see why they might, under
the right circumstances, desire some degree of disarmament.
This would permit them to step up their sconomic competition
with the West sharply aad at the same time accelerate the
upward trend of their standard of living.

They have a 2 1/2 million man army which has been fully
reequipped since the end of World War 1. They have-~in
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iarge mmbers--the most modern types of defensive aircraft,

a very large medium bomber force, and some longerange bombers,
They have the world's largest submarine force--400 units,

75 percent of which are long-range, ccean patrol types. All
the evidence indicates that we are ahead of them on nuclear
powered submarines, but they will probably unveil some of
thesé in the near future.

The UBSR bas built fewer heavy bombers than we would
have expected a few years ago and has devoted a large effort
to ballistic missiles. At the end of World War II, the
Soviets were in possession of much German equipment in the
missile field, and many German technicians. On this base
they have built their own missile capability. They now have
certain models of short and intermediate range missiles in
production. They assert that they have ICBM's in serial
production, and it is certain that they have tested them.
Given the cirecumstances of geography and the perfection of
nuclear warhesads, the ICBM is obviously Moscow's most
effective counter to the military strength of the United
States. There is no reason to doubt that the USSR will
before long have an ICBR operationxl capability.

Powerful as the Soviet Union unquestionably,is, however,
I believe that the United States is still its superior in

Approved For Release 2000/09/11 : CIA-RDP62S00545A000100090036-8




Approved For Release 2000/09/11 : CIA-RDP62S00545A000100090036-8

military strength. I believe that the Soviet leaders are
aware of this. Consequently I believe that they will not
desire deliberately to provoke hostilities with us or our
allies #t this time,

To sum up - economically, scientifically, militarily,
the USSR is a powerful modern state. Yt possesses an shund-
ance of resources and the ability and the aRnpower to employ
them in any way its leaders desire. Yet there iz a profound
paradox at the very heart of the Soviet system. 1 say this
because I believe that the political system of the Soviet
Union is an anmchronism. ¥here on earth, except under this
system and those spawned Ly it, does there exist s pecple
a8 abundantly eandowed with energy, intelligence, and talent
ag the Russian people, with as little to say about the
choice of their own leaders and the determination of their
own fate?

fhrushohev today ism firmly in the saddle, bhaving dis-
posed of his rivale as effectively~--if less finally~-as
Stalin used to do it. Tomorrow, who knows? The Soviet
system with its facade of demooritic forms imperfectly con-
cealing the real ergans of authority makes no provision for
the orderly transfer of power from the dyiag hands of the
old leader to his successor. 1 believe Khrushchey when he
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says that the Rusasian peeple do not want war. But how can
we be certain that he will be responsive to their will in
this respect. Khrushchev has told us that Stalin was not
always responsive to the will of the people, or even of
the party. There is plenty of evidence that Khrusbchev
does not hesitate to frustrate the desire of the pecple Lf
they confiict with his aims or those of the party. And what
about his successor; who knows what his policies may be?
Herein lies the difficulty of placing our trust ia this
system or in binding curselves to any long-ters: agreement
with it without the most ironclad safeguards.

dhrushchevy hag, of couvrse, made important strides in
modifying the harsher features of the dictatorship. He has
reduced the power of the police, done away with slsve labor
camps, and reformed lsbor laws. There has been some de~
centralization of suthority. His ocuvltural exchange asystem
has brought about a partial lifting of the Iron Curtain.
rost receatly, he bhas stopped all out Jjamming the VOA, in
favor of » selective jasming program. Significantly, V04
programs beaned to Eastern Eurcope and sowme minority areas of
the USBR are mtill Jammed.

These developments refliect his assumption--an assumption
never made by 3talin that the Soviet pecple are fundamentally
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loyal sand thersfore generally reliable. However, these
chenges have been piece-meal, pragmatic, born of necessity.
In sssence, they have had but one aim-~te make the system
function more effectively. Any freedoss received by the
people are granted Irom above; they are not regarded as
inherent rights of man; and at this point, at least, they
can be taken away, just as they were handed out, by the
lender. GSoviet writers have learaed, for imstance, that
their freedon of expressios has defintte, if undelineanted,
boundaries.

But the problem iz becoming increasingly diffieuls.

The regime wust continue to experiment in order to get the
rachine to move faster and more sfficiently; further mod-
ifications in» the dictatorship, therefore, are bound to
come. The crux of the problem is that in this field the
regime doesn't really know where it is going. It ean out-
line to the last detail the goals of a Seven Year Plan, but
it can't plan the impact of social change.

For seven years ithe ragisme has deemphasired the secret
police and curtailed their activities. It is getting to the
point now where it is questionable if the leaders could again
resort to terror in the old Stalin sapner. Still they must
try to bold the line. Hov in this changing wocial situation,
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then, do you combat the problems of a softened soclety--—
kids that refuse to get their hands dirty, people who Salk
at being transferred to the provinces, festherbedding,
corruption? ©On ome issue they will try to stand firm, ©on
apother they will give in a 1ittle. They are forced to
move Quickly from one problem area to another; they make
gtop-gap decisions but are unable to determine the over-all
effect.

Another of Zhrushehev's problems is that he must deal
with an increasingly better educated and more sophisticated
society. Essentislly, he has no alternxtive but to pay the
price for having educated citizens perforsing wall at theix
jobs. He will want to keep the price as low as possible in
terms of liberty and freedom of thought. But an easier
flow of informstion, wore travel sbrosd, amd greater cul-
tural exchange are probably inthe cards. ¥ore consuwmer
goods and better housing sare to be sxpected. As a result
of a greater sense of security and & natursl waning of revo-
lutionary zeal, the USSR will probably gradually evolve ia
the dirgﬂtian of more decent and humane political conduct
internally and eventually toward more civilized and bearable
behavier interaationally. I thiunk that there iz bope for

real progress here over the lemg run.
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Thim, of ¢ourse, doee not oase the tasi that faces us
in riding out the Soviet challenge todsy. I would recall
onca more the terms of Khrushchey's challenge:

“We believe that ultimately ithat system

will be victoricus on the giobe whieh

will offer the nations greater opportunri-

ties for improving their material and

spiritual life.”
sters,though the sconomic, scisntific, and military challenge
way be, I am confident that free men can meet and overcome
1t. Twe spiritual challenge we caz meet and defent bauds
o .

1f the battle is fought on Khrushchev's terss, however,
the field of sncounter will be satirely within the mon-
communist worid. By definition--his definition, that is--say
-mmr#ta effort wo might sake to convince the peoplesof
Zasters Europe or the Soviet Uniean of the superiority of
capitaiisn would be interfereace in the interanl affairs
w! these eountries. He would bave us accept the premise
that the yrosd to communism is strictly ose-way. He must
immist on this. For whe can doubt which way a people--say
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the Esst Germems--who have experienced the benelits of both
capitalise and communiss, which way such = people would turn
if they were given real frevdom of cholce?
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